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“Oecontro) of 05) and remova) of the Entitlements Program eliminated isybsidies for
‘production.
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| U.S. SUPPLY DEVELOPMENTS

| | 5*\ 'h.y)';;" =R ,'::
1. Adnanmrg;.iowgmi and U.S. Energy Supply 47 % A5 U g
a)! i

- The positive response of Uis. petroleum markets to the immediate decomtro) of oil

- gecison in January 198)
poligy advocated by this Adm

|
.

inistration.

i
e - - '_"_—“‘W"‘T"'v' e,
]

U.S. 0i) consumption and ofl imports and encouraged domestic oil exploration and

“demand for OPEC oil and 1
tupport the decontrol decis

I11. Xay Points .

34.00 per barre) and gasoli

Point~-The {mprovemsnts 1n the U.S. 0il market result more from

world o4} prices in 1978779

-Countarpoint--The o1 price
.tion for action,

Lower U.S. oil| imports, resulting from decontrol, contributad to lower

r world ot} prices.

Most foreign governmgnts strongly
on.

'Since dacontro) in January 198), U.S. o} drilling activity has been &t an all tims '
hiigh, domestic of) production remained flat instead of decling
thousand barrels per day as praviously expected and world ofl pricas

fall by over
prices by about 14 cents per galion. ‘

rather than the decontro) decision.

\ . ) R
increases in 1978/79 created a high pntq'xmal motiva~ .
011 dacontrol released that potential by allowing consumers and:

producers to see actual prices.

‘ P .
Countirpoint--Presidant Carter deserves a lot of credit, but the Reagan Administra- -

tion's Torcefu)l move to de

Carter Administration.

}:ontrol ofl and clearly stated objective of allowing

markats to work eliminated any doubt about the possibility of future price controls

and sp allowsd producers to
that Tree-market prices woul

Pointe-While dacontrol may
worid o) prices ars slowing

tountirm!nt--Lmr ®

invest now in drilling

and production ectivity knowing
2 prevail in the future. o

]

have helped increase conventional ofl progéction, 1
down investment in U.S. synthetic fusls. e

pLicas covpled with our expected 1mprovmf:g1.;. mmﬂ..}f

at2s and inflation ars lowering the projected costs of synthetic fuels.. Aiso, the

ynthétic Fuels Corporation
1o insurs some synthatic fu
7uturs, private industry can

| _
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The United States has emphasized on'humcroui"5ccal;§$;”£56t:~7f
primary reliance onjmarket forces together with high lawels of

strategic mtocks for discrstionary national use are therpest means .|} il

for dsaling with futurs oil supply disruptions of whatawer proportica.

rhe United States hpa remained strongly oppossd to apy}gbr:al a;ock% L
gtawdown arrangament coordination, such as that proposad by Italy i i

nd Prance, to counker the effects of minor supply disruptions. .. ! .
;h:se same'countxiep have attempted to 11n§ discussions: of 1nc:qapiq9g
ptock lavels with those of stock use, and in the past advocated .. 4
utilizing flexibie purge stocks to reducs pressive on ths market inw;z

minor supply disruptions.

3 -
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1 8]
11, Essential Facts: . _ i

Kt the Pebtuity 26 meeting of the IEA Governing Board,|the U.s. ! !l

dslegation successfully won IEA support for ramanding‘h}ly.tocxj?Tfﬁrﬁﬁ

issuaea to one of the IEA subgroups for further consigerstion, wne:aﬁtj‘
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we hope to discourage further stock use—initiatives:—Atthe sawe i

meeting, the United States successfully eliminated the stock 1.!“"734
ps topic for the IEA Ministerial in May. While we continue to S
gupport high levels of oil stocks we remain strongly, oppoced to :~:g
Aiscussion which would link stock levels and stock usey !

b
1!

.|
III. Talking Points , %‘;

Criticisni Rel&tlvely minor oil disxruptiona can}h*y?‘aranntgp.q i
gonsequences for individual countries supply positions and for over |
#l1l price levels. WNonetheless there is no systenm whlc§=aéarcsacy;iﬂ§g
stock management in| these situations. e - i

. . R -
. . : I ' n
asponse: The L.s. has continuously stressed thpgnpxianry R
:aligico on the market together with high levels of stiategic . -:;:
stocks for discretionary national use are the best mpans-of A
Benling with oil disruptions of either sub-trigger Or emergency
proportions. ¥Forma interventionist mechanisms intergfers with .
khe effective opsration of the market and for a variety:p ltgalﬂ:'
snd technical reasons would be impossible to estahlinh',; :adain;gg

wffectively in o zu?-tviggcr environmant, : B . ; .
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ticism: Bupply intsrruptions similar to thoss ©f.1979, . .
fhay gfﬁszyonasthc gg-iurco- of private oil stocks torvqnaindtvidngxn
gountry, and yet be below the level that would triggerithe IER ' ' i
sharing systen !

unterpoints &t is impossible to anticipate the #;‘cial
cbarﬁzt:risgics of an oil supply disruption. Therefore,:we >
must build government emerganty oil stocks to supplement. private: -
pupplies and be prepared at the time of a supply interruyption to
gonsult closely with industry and other governments and. to take :
whatever action is judged .eccessary. However, oungcnc*e;na other 58
sscurity stocks shuld be available for use on a di.ctoﬁtanary bapin.f,
by naticnal governments as they see fic. - A
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; JIL PRICE_TRENDS/OUTLOOX
;o
1SSUE o

®* Reocent deolinJ in world crude oil and refined p:dddct
prices. : .

° The outlook?£4: oil prices in the futursas.

EBSENTIAL FACTS !

The world oil maJkat has been extremely weak in 1982, Oil
consumption has qontinuad its steep decline which began in
1979, At the same time, 0il exporting countriaes have besn
producing more oil than they could sell. The resultling
over-supply has t pressure on prices, forcing oil pxroducers
either to give ofificial and/or unofficial price cuts as most
non-OPEC and some OPEC oll exportexs have done, or to cut
production as OPEC did beginning April 1, 1982.

The deoline in oil prices can be attributed to both a long~-

term, essentially irreversible trend toward a more efficient

utilization of energy and non-oil alternatives and a lical
downturn in the aconomic performance in the industrialized
countries. The U.S. position is that the upturn in sconomic
performance beginning later this year is unlikely to xavsxae
the trend, yosulting from OPEC's past overpricing practices
and U.5. decontrol toward lower oil consumption through
improved energy efficiency and greater use of non-oil
alternatives such as coal and nuclear. In the absencm o2

an unexpected supply disruption, there should be little or
no upward pru-suxr on real oil prices for the naxt ssvaral
Yy8ars. i

TALKING POINTS ‘

Point: Low econopic activity has baen primarily :o:pensiblo

. Tor the decline ip oil consumption, and as a result, when the

sconcmic recovery, arrives oll consumption will incxeama,
renswing upward pressure on prices. .

Counts int: PaLt overpricing of oil by OPEC and this
AaﬁiniugrdETbn'a einforcement of markat forces throbgh
decontrol of orude oil prices and dersgulation of ths U.3.
oil industry have| been the driving forces behind the: trend
toward greater efficiency in energy useage and uses of
alternatives to oil in the U.S. This Administration's
market-oriented pflicinn will offer American consumers the
propsr incentives to continue to bescome more efficient in
their use of energy and to use alternatives to oil, thus
perpetuating an essentially irreversible trend towazd
Jower o0il consumption. This process will also recsive a
boost from Administration policies to stimulate econcmy
recovery, which will also encourage new ensrgy-sfficlsnt
capital investments.
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NATURAL GAS - PRICING AND SUPPLIES

® Darsgulation of U.S. wellhead natural gas prices.

Euxopean dependence on Soviet gas imports.

The Europsan Coﬁmunity is concerned about the U.S. commitment
to the accelerated decontrol of domestic natural gas prices.
They fear that continued controls will incraase U.S. denand
and reduce prodyotion and force the U.S. to draw mors heavily
on international gas markets. This concern has bean heightenad

by the dociaion‘to defer legislation to accelerats natural gas
dersgulation,

v

In addition to Ahe current commitments being made 0. increase
Soviet natural gas imports, Europeans are considsring the
possibility of another increment of Soviet gas in the late
1980's or early [1990's. The U.S. position is to encourage tha
Buropsans to develop alternative sources, especially new
Norwaegian gas supplies. The U.S. would like %o demonstrats °

that the secu:itg provided by alternative sources outwsighs
the additional cost.

!

1IT. TALXING POINTS

|
Point: The U.S. Administration appears to have raconsiderod

It3 Gommitment to proceed with accelerated deregulation of
natural gas prices.
I

Counterpoint: Due to an extremely heavy legislative talendar,
we were loxced to defer introduction of legislation to modify
and improve the manner in which the Natural Gas Policy Act
achieves deregulation of the wellhead price of natural gas.
We rsmain ti:nly]ccmmittad to the principle of introduclng

market forces toiour energy markets, including the pricing of
- natural gas. | ‘ N

Point: Natural &as from the Soviet Union provides Europa with
a4 reasonably priced source of energy to use in the reduction
oZ dependence on'Middle East oil.

Counterpoint: 1In estimating the cost of gas, Europs must
consider the cost, in terms of their own security, of depend-
cnce on the Soviet Union. More consideration must bs given
to the development of =rcure sources of gas supply such as
gas from Norway.

i
|
!
|
|
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|
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| _NUCLEAR ENERGY APR & 2 1942

I. IS3UE

Strong sugport From Summit leaders of commercial nuclear
gnergy &s an alternative to reliance on insecure oil would
Help alleviate some Pf the problems assoclated with incrsased
nclear energy use, EOne major public concern is waste
managament which could be specifically addressed in the
contaxt of increased international technical cooperation.

o
II. ESSENTIAL PACTS]

|

The US nuclear ﬁnduutry has experienced cancellation of
gpme 90 reaotors since 1978 and has no current prospects for
new domestic orders.! The major US problems are: 1) reduced
rate of growth of electricity demand; 2) utility financial
problems; 3) burdentone regulations and licensing delays) and
4) failure to adoqua!ely resolve the waste management issue.

Most Western cobntries, with the exception of Prance, are
experiencing similar reductions in planned nuclear growth, al-
though not necessarily for all of the same reasons. In parti-
cular, all Western cpuntries have some degree of a public per-
caption problem associated with high-leavel waste diasposal.
Host technical experts would agree that the technology for such
disposal in A safe manner is in hand, but the political and in-
stitutional decisions nesvessary to implement it have not been
made. Given this situation, nuclear energy prospects in thsas
countries would undo&btedly be enhanced and confidence rsnewed
i£ Heads of State made a strong statement in support of Mucle-
ar Energy, and rec nded some action to resolve the public
concern about waste.| In the latter regard the Heads of State
could ask tha OECD Nuclear Energy Agency (NEA) to asseass the
feasibility of a joirt international waste management project.

I11. TALKING POINTS|

Po}nt: It is important that all energy sources, ing¢lud-
ing nuclear energy, be utilized to their fullest potsntial to
minimize future demands on insecure oil and gas sources.

Responses Prance may prass for a stronger pro-nuclesar
statement. .

'

|
Point: 1In view{of widespread public concern over the nu-

clear waste issue the OECD/NEA should be askad to assess the
feanmibility of an international waste management project.

Response: S8ome' Burop~-n countries may suggest that this
be omlitted as past efforts to define such a project on a
scale that would have public impact have been unsuccessful.

. Point: We -upp’rt a Summit mandate to the High=Level
Monitoring Group to devote special attention to nuclear
snergy issues over t?e next two or three years.

|

|
|
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